
Burl ington ,   Camden,   

Labor Market Areas Used in Ca lcu la t ing  Equalization Factors 

Area- Abbreviat ion Counties Included 

1. PASSAIC Passa ic  

HACK Bergen 

NEWT Sussex, warren 
4. TRENT Mercer, Hunterdon 

5. NEWARK Union, Essex, Somerset,  Morris 
/
0. JERCIT Hudson 

7. NEBRU Middlesex 

8. L B R A N  Monmouth, Ocean 

9. ATC IT Atlantic,  C a p e  may 

1G. CAM/BURL Glouces te r ,  
Sa lem,  Cumber land  



1983 HOSPITAL RATE REVIEW GUIDELINES 




Objec t ives  of the  Hosp i t a l  Ra te  Rev iew Program 

Thera t erev iewprogram is cha rgedwi thes t ab l i sh ingre imbursemen tra t e s  
for  hospi ta ls  which ref lect  reasonable  costs fo r  t he  hea l th  ca re  f ac i l i t i e s  i nvo lved .  

ThetwobasicprinciplesuponwhichtheGuidel ines  are f o r m u l a t e d  a r e  t h a t  
t h e  D e p a r t m e n t  s h a l l  e s t a b l i s h  t h a t  for each  hospi ta l :  

1. 	 The costs cu r ren t lyincu r reda rereasonab le  for thel eve l  of serv ices  
cur ren t ly  provided  and  

2. Anyincreasesinthosecos tsarereasonable .  

The methodology is fo rmula t ed  in accordance  wi th  these  pr inc ip les .  


For t h ey e a r  19831 forspec ia l izedandrehabi l i ta t ionhospi ta l s  not cove red  

under  N.J.A.C. 8:31B-1 et seq. in t h e  S t a t e  of New Jersey ,  i t  i s  the  Depar tment ' s  
ob jec t ive  to  l imi t  t he  ave rage  inc rease  in hospi ta l  inpa t ien t  expendi tures  (both  cos t  
andvolume)whicharereimbursed by hosp i t a lse rv i ceco rpora t ions ,theS ta t e ' s  
med ica l  a s s i s t ance  p rogram,  and  o the r  cove red  gove rnmen ta l  agenc ie s ,  r e f e r r ed  to 
h e r e a f t e r  as "payers," to a maximum of one  and  one -ha l f  pe rcen t  (1.5%) above  the  
Depar tmen t ' s  e s t ab l i shed  Economic  Fac to r .  

.All year  numbers  in  this  rule  wil l  automatical ly  increase by one beginning 
Janua ry  I ,  1954. 



Rules  Concern ing  1983 Hospi ta l  Rate  Review Guide l ines  

Allen N. Koplin,  Acting Commissioner of H e a l t h ,  p u r s u a n t  t o  t h e  a u t h o r i t y  of 
N.J.S.A. 26:ZH-1, et  seq. N.J.S.A. 17:ZH-1 et seq .  and  wi th  the  approva l  of Heal th  
CareAdminis t ra t ionBoard,adoptsthefol lowingrulesconcerningthe1983rate  
review for  hospi ta ls .  

1. Authori ty  

In accordancewi th  N.J.S.A. 26:ZH-1 et seq. ,payment  by hospi ta l  
s e rv i ce  co rpora t ions  and  gove rnmen t  agenc ie s  for h e a l t h  c a r e  s e r v i c e s  
provided by a hosp i t a l  sha l l  be  a t  r a t e s  a p p r o v e d  as to  reasonableness  by 
the  Commiss ione r  of H e a l t h  t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  t o t a l  costs of 
the  hospi ta l .  

2. Scope  of Rules  

Unless  providedrule  or s t a tu t e ,  fo l lowingotherwise by the  sha l l  
c o n s t i t u t e  t h e  r u l e s  of p r a c t i c e  a n d  p r o c e d u r e  for determining Hospi ta l  
p a y m e n t  rates r e l a t i v e  to 1983 admissions only,  and for appea l s  f rom an 
a d m i n i s t r a t i v e  r a t e  d e t e r m i n a t i o n .  

In acco rdancewi th  N.J.S.A. 26:ZH-18, t h ee l e m e n t s  of cost wi l lbe  
those  def ined  by  the  Commiss ioner  of Heal th .  

3. Defini t ions 

def ini t ionsIn addi t ion  to those out l ined in N.J.A.C. 8:3- 1.4, t h e  
following definit ions shall  apply: 

A. "Director"  is t h eD i r e c t o r  of  Heal thEconomicsServ ices .  

8. 	 "Analyst"istheAnalyst ,Heal thEconomicsServices ,  t o  whom a n  
individual hospital 's cost submission has been assigned. 

C. 	 "Payors" are hospi ta lserv icecorpora t ionsandgovernmentagen­
c i e s  t h a t  a r e  c o n t r a c t u a l  p u r c h a s e r sof h e a l t h  c a r e  s e r v i c e s .  

D. 	 " A p p r o v e dR a t e "i st h ec u r r e n tr a t e  in effect -establishedby :he 
Ra teRev iewProgram.  The approved  :ate providesreasonable  
r e i m b u r s e m e n t  f o r  c o v e r e d  i n p a t i e n t  h o s p i t a l  costs. Costswhich 
a r ea t t r i b u t e d  to non-e l ig ib l eo rou tpa t i en tse rv ices  are n o t  
r e v i e w e da n da r e  no? p a r t  of t h ea p p r o v e dr e i m b u r s e m e n tr a t e  
under  the  SHARE Program.  

E. "GlobalRare" is theF ina lAdmin i s t r a t ivePaymen tRa tefo r  1983 
-determined  by  ad jus t ing  the  1932 Global Budget  by an  inc remen t ,

described in Sec t ion  5.A. below. 
.,i 

F. " A l t e r n a t eR a t e "i st h e  1983 r a t ede te rminedbyapp ly ingthese  
r a t erev iewgu ide l ines  to thelower  of t h e  1981 a c t u a l  c o s t s  o r  
1981 approved  costs, as descr ibed in  Sect ion 6 and  all subsequent  
sect ions below.  
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7 .  

1. 


2. 

For each cost center where non-physician services are being re­
bundled a ample- breakcut of the 1982 base year costs will be 
requid. This is being requested so as to ensure that the rebundled 
items are not in the 1982 base. Subsequently,ver i f i ca t ion  that the 
rebundled itens arenot in the base w i l l  be provided to the third­
party Payers, by * department 

w raw analyst willensure that the r e ;  11,' required services 
are not h the base. analyst will 1 ne& to scrutinize 
the cost information provided to the Department by the 
hospital. This, in sane cases, may require further docu­
mention frun the hospital. This verification will occur 
during the appeals process. , 

The charges (asprovided by the hospital for the r e b u n d l e d  
services, will be ampared against medicare’s 1983 charge
data provided by the fiscal intermediaries. the hospital 
will be allwed the lower of its own charges or the 75th 
percentile of Medicare's preva i l ing  rate. this calcula­
t ion will be performed at F i n a l  Reconciliation w i t h  the dis­
incentive being part of the over/ (under)collection a t  year
end. It will be treated as an usdirect adjustment similar 
to mm's and CAT Scans. 

.YEDIGWE 

REV. PREVAILING disin- # OF PRO­
-CODE rebundled SERV. HOSP. COST CHARGE mcedures total 

--1 

1.7883 CAT Scan 250 300 0 10 0 
2.7519 Digital An- 400 3 50 50 5 2 50 

giogram sm 
3 .  	 The Department will provide to the payers an6 the HRSC, a 

list of the approved rebundled services as scan as this 
l is t  can be miled. 

This methodology will ensure that the hospital receives an equitable pay­
ment rate for the rebundled services and that the rate for payers b 
reisonable. 
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Allowable costs  a r e  those defined by t h o  T i t l e  X V I I I  . 
pr inc ip les  or reimbursement e x c l u d i n g  the nursing s a l a r y  
cos td i f f e ren t i a l  as per 42 CFR 4 ; + 7 . 2 6 1 ( ~ ) ( 1 ) .  

. .  1 

I 

i 

c 
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Medicaid InpatientHospitalCostSettlementProcedure 

The SHARE system i s  designedtoconform w i t h  the  BlueCrosscontractcost 
pr inciples .Therearesubstant ia ldifferencesinthecostpr inciples  between 
the Blue Cross contract a n d  SHARE system a n d  the Medicare Cost Principles.
The Program bridgesthedifference between the two systemstems by the  f ina l  
sett lementprocess.  The prospective SHARE r a t e ses t ab l i shed  for Medicaid 
a re  used forin te r im payments. The SHARE Final Payment Rate f o r  BlueCross 
i s  usedas a capping mechanism todeterminereasonablecosts from theaudited 
Medicare cos tr epor t s ,  Form SSA-2552.The following i s  a s tep-by-s tep
explanationofthisprocess:  

1 .  The inpa t i en tcos tappor t ionedtoTi t l e  XIX from FormSSA-2552 
'or 	2551 , worksheetE-5,Part111,Line 3 i s  reviewedtodetermine 
i f  t h e r e  a r e  anyMedicare 1imi ta t ions .  

, i  

l a .I f  no l imitat ionsexis t ,theprocessbegins  w i t h  t h i s  
. amount. 

l b .I fthe rea rel imi t a t ions  , the amount  apportioned t o  
T i t l e  XIX p r io r  t o  thel imi ta t ion  i s  used.This i s  because 
thehospital  may incur  a SHARE l imi t a t ion  which i n  addi t ion 
t o  a Medicare l imi t a t ion  would be analogous to a "double 
jeopardy ' 's i tuat ion.  This wi l l  be seenafterreviewofthe 
followingsteps.  

2 .  Determinetheapprovedper diem and  theaudi tedper  diem f o r  
BlueCrossreimbursementfrom Form HES 4 a ,  prepared by theDepart­
mentofHealth l i n e s  M and L r e spec t ive ly ) .  

3. Determinetheallowable Blue Crosscosts a n d  the Blue Cross . ­

ce i l i ng  cos t  by multiplyingthe number of BlueCross p a t i e n t  days
by the allowable Blue Blue Cross rate and the Blue Blue Cross  cei l ing rate  , 
respect ively.  

4 .  	 Determine theMedicaidAllowableCost from FormSSA-2552 o r  
2551 : 

.. 

4a. From Worksheet C y  Column 3, Line29a,determinethe 
Ancillary Cost. 

4 b .  From Worksheet D-1 , Part 11,Line 35, determinethe 
AllowableInpatientRoutineCosts. 

4c. fro^ Worksheet D - 1  , Part11,Line 43, determinethe 
A 1  1 allowable e Nursery Costs . 
4 d .  Determine theHospital Based Physicianscosts by

inpat ient  totalof  tom u 1  t e ra t io  charges  charges  
( f r o  t C )  by Radiology,the Pathology, Emergency
Room and any otherphysicianscosts  on Worksheet D-3, 
Column 1 . 

> 

-\>--
Q/R*date ' -1q 

(NJ) ­
. .  . - .-TC-
..--
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4e. Determine thecostofInterns  a n d  Residents from 
worksheet D-2.  

4 f .  Determineany otheral lowablecosts  from appropriate
forms i. e .  , Renal Dialysis,Return on EquityCapi tol ,e tc .  

5 .  	 Sum the amountsfrom Steps 4a t h r o u g h  4f above todetermine 
the  to ta l  a1 lowablecosts. 

6 .  Determinetheallowablecostceiling by dividingthe BlueCross 
Approved Costs by the Blue Cross Certified Costs and mu1 t i  plying
t h i s  by thetotalal lowablecosts  from Step 5 above. 

7.  Subtractthe a1 lowablecost from Step 6 abovefrom to t a l  
a l lowablecoststodeterminetotalexcesscosts .  

. i  

8. 	 DeterminetheMedicaidInpatientReimbursable Cost portionof 
totalal lowablecosts  by dividingtheMedicaidInpatientCostsfrom 
Worksheet E-5 by t o t a l  a l lowablecosts .  ' 

9 .  Mu1 t iplytheresul tantpercentage from Step 8 above by theexcess 
c o s t  from Step 7 above t o  determinetheMedicaidportionofexcesscosts. 

10.Subtractthegreater  of  the,excesscostsortheel igiblecharge
l imi t a t ion  from worksheetE-5, P a r t  11,Line 1 7  t o  determineMedicaid 
Allowable I n p a  t i  en t Costs . 

3/2 7/ 79 
JHH :e r  
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A provider name P R O V I D E R  NO. -
P E R I O D  from TO 

I. 

11. 


L e v e l  I Appeal
I n - P a t i e n tr e i m b u r s a b l eC o s t :  

I n - P a t i e n t sC o s ta p p o r t i o n e d  to T i t l e  XLY (W/S E-5 PC. I11 L i n e  3) $ .' 

Carryover :unre imbursementChargel imi ta t ion  f o r  P r i o r  Year 
(W/S E-5 Pt .111 ,L ine  6) 

LESS: T h eG r e a t e r  o f :  
( a )  E l i g i b l e  c h a r g e  l i m i t a t i o n  (!.j/S E-5 P t .  .II' L i n e  
(b) excess c o s t  r e s u l t i n g  from l i d t a t i o n  imposed by 

commissioner  : 

I n p a t i e n t  r e i m b u r s a b l e  ' c o s t  e l l o w e d  u n d e r  program 

amountpaid by C o n t r a c t o r  
Voucher payments 
I n t e r i m  Rate a d j  
Retro': . I 

O t h e r  

To ta lpaymen t s  by c o n t r a c t o r s  

F i n a ls e t t l e m e n tB a l a n c e  Due H o s p i t a l( P l a n )  

O u t - p a t i e n t  r e i m b u r s a b l e  c o s t  :. 
O u t - p a t i e n tc o s ta p p o r t i o n e dt oT i t l e  X I X  (W/S d l i n e  30) 

o u t p a t i e n tP r o g r a m  c h a r g e s  c h a r g e s  s e t t l e m e n t  d a t a )  

O u t - P a t i e n t  r e i m b u r s e m e n t  the lower  of cost" or c h a r g e s  

Less amountspa id  by Contrac tor :VoucherPayments  

F i n n 1s e t t l e m e n tB a l a n c e  Due H o s p i t a l( P l a n )  
I 

N e tI n p a t i e n t / O u t p a t i e n tF i n a ls e t t l e m e n t  -
I 

' 

1 7  ) $ 

- . 

$ = 

$ 
8 

t 
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